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FINANCE DEPARTMENT 
 
 
October 1, 2004 
 
 
Honorable Members of the Agency, 
 
 
The Basic Financial Statements and Independent Auditor’s Report on all projects of the City of Chula 
Vista Redevelopment Agency for the year ended June 30, 2004 is presented in accordance with the 
Community Redevelopment Law, § 33000 of the Health and Safety Code of the State of California. 
 
The accuracy of the data presented and the completeness and fairness of the presentation, including all 
disclosures, are the responsibility of the City.  The Report has been prepared in accordance with 
Generally Accepted Accounting Principles (GAAP) as promulgated by the Governmental Accounting 
Standards Board (GASB).  It is believed that the data reported is accurate in all material respects, that it is 
presented in a manner designed to fairly represent the financial position and results of operations of the 
City as measured by the financial activity in its various Funds, and that all disclosures necessary to 
enable the reader to gain maximum understanding of the City’s financial affairs have been included. 
 
 

REDEVELOPMENT AGENCY BACKGROUND 
 
Redevelopment Law 
 
Redevelopment in California started in 1945 with the enactment of the California Redevelopment Act, 
which gave cities and counties the authority to establish redevelopment agencies.  In 1951, the 
Community Redevelopment Act was codified and renamed the Community Redevelopment Law under 
Health and Safety Code Section 33000, et seq.  Most importantly, the authority for Tax Increment 
financing was added. 
 
In 1976, the State Legislature imposed a requirement that 20% of the tax increment generated from 
project areas must be used to improve the community’s supply of affordable housing.  In addition, 
school districts and community college districts and other taxing entities receive a portion of the 
redevelopment tax increment.  For redevelopment projects that were adopted before AB 1290, or January 
1, 1994, the Agency negotiated agreements with these taxing entities.  However after the enactment of 
AB1290, the negotiated separate agreements with each taxing entity were eliminated and 
implementation of statutory reimbursement to all taxing entities was implemented. 
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Tax Increment Primer 
 
Tax Increment is the increase in property taxes within the redevelopment project area that result from 
increases in the project area assessed value that exceeds the base year assessed value.  This funding 
source provides a way to improve an area by enabling redevelopment agencies to issue tax increment 
bonds without using general fund monies or raising taxes.   
 
Tax Increment is a powerful funding source for redevelopment activities due to the increased percentage 
of property tax the Agency is able to retain.  In California, property tax is calculated at one-percent of a 
property’s assessed value.  Of this one-percent the City receives approximately $0.15 per dollar collected.  
The rest is passed through to other taxing entities (i.e. school districts, County and ERAF).  However 
with property taxes collected in a redevelopment project area, the City and other taxing entities will still 
receive their share of base year taxes but the Agency will receive approximately 60 percent of the tax 
increment (taxes above base year values) generated in the project area (i.e. gross tax increment less 20% 
for low and moderate housing and 20% for AB1290 pass throughs). 
 
The City’s Redevelopment Agency 
 
 

Redevelopment Project Areas 
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Agency History 
 
The City of Chula Vista’s Redevelopment Agency (Agency) was formed in 1972.  The goals of the 
Agency are to reduce blight and to encourage new development, reconstruction, and rehabilitation of 
residential, commercial, industrial and retail uses.  The map above depicts the Agency’s five project 
areas as well as areas recently added.  The table below summarizes important dates for the project areas. 
 
 

Project Areas and Timelines 
 

  Cumulative Final Date of Termination 
 Tax Increment Date to Plan Date 
Project Area Revenue Limit Incur Debt Termination of Revenue 
Bayfront  $      210,000,000  No Limit 7/16/2015 7/16/2025 
Bayfront Amended   7/17/2018 7/7/2029 7/7/2044 
Town Centre 1  $       84,000,000  No Limit 7/6/2017 7/6/2027 
Otay Valley  $      115,000,000  No Limit 12/29/2024 12/29/2034 
Southwest   $      150,000,000  No Limit 11/27/2031 11/27/2041 
Southwest Amended   No Limit 7/9/2032 7/9/2042 
Town Centre 2   $      100,000,000  No Limit 8/15/2019 8/15/2029 
Town Centre 2 Amended   No Limit 7/19/2029 7/19/2039 
2003 Amendment Area  No Limit  5/1/2024 5/1/2034 5/1/2049 

 
During the 1970’s and 1980’s the Agency focused on the Town Centre I, Town Centre II and Bayfront 
Redevelopment Project Areas.  The Agency issued $7.15 million in tax allocation bonds in 1979, $25.0 
million in 1984 and $38.6 million in 1986 and $11.0 million Certificate of Participation was issued in 1987.  
Most of the bond proceeds were used for planning studies or public infrastructure projects that provided 
a public benefit.  This strategic focus provided infrastructure in the downtown and bay front areas, but 
primarily due to a sluggish real estate market, the public investment did not have the intended effect of 
spurring major new development in either location.  Projects during this period included: (1) streetscape 
improvements along Third Avenue; (2) development of a public parking structure in the Park Plaza 
development; and (3) removal of junkyards from the bay front.   
 
In the 1990s, the Agency again focused on foundational planning efforts, including adoption of the 
Southwest Redevelopment Project Area to address the annexation of the Montgomery area.  Added 
investment in public improvement projects included the South Bay Court House ($1.3 million), the 
Palomar Trolley Center ($776,000) and the Chula Vista Center parking structure ($3.5 million).   
 
The Agency’s Merged Project Area was created in August 2000 pursuant to an amendment to the 
redevelopment plans of three of the Agency’s Project Areas (i.e. Town Centre II, Otay Valley and 
Southwest).  Subsequently in October 2000, the Agency issued its most recent Tax Allocation Bond in the 
amount of $17.0 million. 

 
Also in 2000, a development agreement for the Gateway Chula Vista 
Project, a 347,000 square foot upscale office development at the 
northwest corner of Third Avenue and "H" Street, was entered into by 
the Agency, committing $7.2 million of Agency funds, representing a 
shift of focus toward urban core infill opportunities afforded by changes 
in the real estate market and renewed interest from developers.  The 
first of 3 phases is complete and the result is an increase of tax increment 
of approximately $400,000 annually.   
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Over its 30 year life span, the Agency ushered in a few significant developments including the 1992 
redevelopment of properties for the Scripps Hospital expansion on H Street, the construction of the Rohr 
Headquarters Building, upgrades to the Chula Vista Center, relocation of the auto park to Otay Valley 
Road and land swap for the development of the state Veterans Home in 2001.  The Agency also funded 
the new Chula Vista Police Station in the amount of $5.8 million in the form of relocation assistance and 
land acquisition.   
 
The chart below displays the growth of tax increment for the past ten years.   
 
 

Gross Tax Increment Revenue 
Ten-Year Chart 
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ACCOUNTING SYSTEMS AND BUDGETARY CONTROL 
 
The basic financial statements are presented on an “economic resources” measurement focus and the 
accrual basis of accounting.  Accordingly, all of the Agency’s assets and liabilities, including capital 
assets, as well as infrastructure assets, and long-term liabilities, are included in the accompanying 
Statement of Net Assets.  The Statement of Activities presents changes in net assets.  Under the accrual 
basis of accounting, revenues are recognized in the period in which they are earned while expenses are 
recognized in the period in which the liability is incurred.   
 
All governmental funds are accounted for on a spending or “current financial resources” measurement 
focus and the modified accrual basis of accounting.  Accordingly, only current assets and current 
liabilities are included on the balance sheet.  The Statement of Revenues, Expenditures and Changes in 
Fund Balances present increases (revenue and other financing sources) and decreases (expenditures and 
other financing uses) in net current assets.  Under the modified accrual basis of accounting, revenues are 
recognized in the accounting period in which they become both measurable and available to finance 
expenditures of the current period. 
 
In administering the Agency’s accounting systems, primary consideration is given to the adequacy of 
internal accounting controls, which include an array of administrative procedures.  These controls are 
designed to provide reasonable, but not absolute, assurance regarding the safeguarding of assets against 
loss from unauthorized use or disposition, as well as the reliability of financial records for accurate and 
fair presentation of financial reports.  The concept of reasonable assurance recognizes that the cost of 
specific controls should not exceed the benefits likely to be derived from exercising the controls, and that 
this evaluation necessarily involves estimates and judgments by management.  It is believed that the 
City’s internal accounting controls adequately safeguard City assets and provide reasonable assurance of 
proper recording of financial transactions. 
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The City Charter charges the Director of Finance with the responsibility to supervise and be responsible 
for the disbursement of all monies and have control over all expenditures to ensure that budget 
appropriations are not exceeded.  The level of budgetary control, that is, the level at which expenditures 
are not to exceed Council approved appropriations, is established at the department level.  An 
encumbrance (commitment) accounting system is utilized as a technique to enhance budgetary control 
during the year.  Appropriations encumbered (committed) at year end automatically carry forward and 
are available to be used for those commitments during the subsequent year while unspent, 
unencumbered appropriations lapse at year end and become generally available for re-appropriation the 
following year.    
 
 

INDEPENDENT AUDIT 
 
An independent audit of the Agency’s records is required by Community Redevelopment Law, § 33000 
of the Health and Safety Code of the State of California and was performed for the year ended June 30, 
2004 by the certified public accounting firm of Caporicci & Larson, LLP.  The auditors report on the basic 
financial statements and schedules is included in the Financial Section of the Report.  In general, the 
auditors concluded that the financial statements and schedules referred to above present fairly, in all 
material respects, the financial position of the Agency as of June 30, 2004, and the results of its operations 
and cash flows of its proprietary fund types for the year then ended in conformity with generally 
accepted accounting principles.  The professionalism and knowledge exhibited by Caporicci & Larson, 
LLP during their audit work is greatly appreciated. 
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Respectfully, 
 

 
 
MARIA KACHADOORIAN 
Director of Finance/Treasurer 
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